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The Southland Corporation Today 


The Southland Corporation is the 
nation’s largest operator and franchisor 
of convenience food stores anda 
major processor and distributor of 
dairy products. The company's stores, 
dairies and ice operations, together 
with its Chemical and Speciality 
Divisions, extend to 38 states, the 
District of Columbia and three 
provinces of Canada. 


The over-lay of the map fold-out on 
the following page indicates the 
geographic locations of Southland’s 
diversified operations. 


Map Key 
Store Operations: 


® 7-Eleven Stores 
® Barricini Candy Shops 


@ Gristede’s and Charles & Co. 
Stores and Shops 


@ Bradshaw’s Supermarkets 


These color-coded dots indicate the 
locations of Southland’s 3,810 stores. 


Dairy Operations: 


‘® Adohr Farms 

© Cabell’s 

(& Embassy 

‘H) Harbisons 

M Midwest Farms 

© Oak Farms 

‘S Spreckels 

'V) Velda Farms 

W Sidney Wanzer & Sons, Inc. 


These letter-keyed symbols indicate the 
states in which each of Southland’s nine 
dairy divisions has distribution, and the 
symbols are sized according to volume 
by states by dairies. 


@ Chemical Division 
§§ Ice Operations 


These dots indicate the location of 
chemical plants and facilities, and the 
squares indicate the states in which 
Southland has ice operations. 
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=inancial Highlights 


Year ended December 31 


r The Year 1969 1968 
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To Our Stockholders 


The year 1969 was the most 
profitable in the 42-year history of 
The Southland Corporation. 


Total revenues were $826,462 ,439, 
up 32.9% from last year’s 
$622,044,058. Once again our 
internal sales growth from 7-Eleven 
stores and from dairy operations 
exceeded 17%, with the acquisitions 
made late in 1968 and during 1969 
contributing the balance of 

the substantial increase. 


Net earnings from operations were 
$12,053,470, a gain of 29% over 
1968 net earnings of $9,345,797. A 
$380,914 extraordinary item of 
income, realized from the sale 

of a tract of undeveloped acreage 
in California, brought total net 
earnings to $12,434,384, up 33% 
over 1968. 


Per share earnings for the year were 
$1.62, including five cents from the 
extraordinary item, computed on the 
basis of 7,662,941 average shares 
outstanding. This compares with 1968 
per share earnings of $1.36 based 

on average shares outstanding of 
6,853,054, as adjusted for the 

3% stock dividend paid in 1969. 


In keeping with our philosophy of 
growth, Southland continued to 
reinvest a major portion of its 
earnings in the company. Cash 
dividends paid during the year 


amounted to $1,795,594, compared 
to $1,557,096 in 1968. In addition, 
a 3% stock dividend amounting to 
221,455 shares was paid in 
November, 1969. There were 8,079 
stockholders and 1,176 debenture 
holders at year-end. 


Total capital expenditures reached 

a record $60 million this past year. 
The proceeds from the company’s 
public offering on March 11, 1969, 
of $40 million of 5%% Convertible 
Subordinated Debentures were used 
to finance the major portion of these 
capital outlays. The sale and lease- 
back of new stores for $16.8 million 
supplemented our real estate 
financing program. 


In their first full year as divisions of 
The Southland Corporation, the 
Gristede’s stores in the Greater New 
York City area and the Sidney 
Wanzer & Sons, Inc. dairy in Chicago, 
each contributed record sales 

and significant profits. 


In July, Southland entered a new 
industry with the purchase of the 
Barricini candy companies, 
headquartered in New York City. 
Barricini’s fine candies are 
distributed through 145 of its own 
shops, located in some 50 major 


cities, and through approximately 
1,300 drug store, department store, 
gift shop and supermarket outlets 
from coast to coast. 


Although Barricini sales have 
increased slightly since the 
acquisition, a small loss, as 
anticipated, did occur, principally 

as the result of inventory adjustments, 
provision for write-off of products 
containing cyclamates and 
non-recurring costs incident to 
assimilating its operations into 

the company. 


Merchandising plans are now being 
developed to increase the sale of 
Barricini products through its own 
shops, Gristede’s stores, 7-Eleven 
stores and other retail and wholesale 
outlets. We are confident that future 
sales and profits of this division will 
be substantially improved. 


Southland had a net gain of 619 
stores during the year, including the 
145 Barricini candy shops, bringing 
total stores in operation at year-end 
16°5,010: 


In 1969 our dairy operations were 
materially improved and strengthened 
by completion of the ultra-modern 


John P. Thompson, right, chairman of the board 


and chief executive officer; and H. E. Hartfelder, 


president. 


Adohr Farms milk processing plant 
and distribution facility near Los 
Angeles. 


A new fully-automated Reddy Ice 
plant and a new modern-equipped 
facility for the preparation and 
distribution of Smiley's sandwiches 
and salads were opened in Fort 
Lauderdale, Florida, to serve our 
stores and other retail outlets in the 
Florida Gold Coast area. 


As a result of extensive research 
and in-depth cost studies, Southland 
plans to establish its own 
merchandise distribution centers on 
a regional basis. We believe that by 
creating and operating our own 
warehouses and distribution system, 
Southland can more effectively meet 
the day-to-day stock requirements 

of its stores and minimize the growing 
complexities of mass distribution to 
small retail outlets. This program of 
computerized control of inventory 
and distribution should prove to be 
one of the most significant forward 
steps in Southland’s history. 


To finalize and implement this 
important program, we have obtained 
the services of qualified and 
experienced men in the field of mass 


Southland Expansion in 1969 
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During the year, Southland’s 
expansion, in 32 states, the District 
of Columbia and three provinces 
of Canada, included: 

e 7-Eleven stores in 27 states and 


Canada. 

e Barricini candy shops in 22 states 
and the District of Columbia. 

e Gristede’s and Charles & Co. 
stores and sandwich shops in 
New York. 

e A new ultra-modern Adohr Farms 
dairy plant in California. 

e A new fully-automated Reddy Ice 
plant in Florida. 

e A new Smiley’s sandwich plant 
in Florida. 


State or Province 7-Eleven Barricini 
New JienSeyseeac nas cee iar eS 9 
New York....... ae SA 36 52 
Nonthi@aro lin aieesss see 16 1 
OWING a ed ae ee 133 
Oregonink ao. Mien eee 5 Ys} 

PANAMA ENMIEY oo oe coe ea - 15 8 
Souths Ganolinaees- ene 6 
Tennessee ...... ER on. ele 1 
TEXAS). uct sys cee oe ee ee 32 5 
Oh e-) sere rs es vas oi 6 

WAN CIMA eer. eect ne oes eo co EOS 2 
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Wiest VinGiiniicinaensmserrrnens 2 
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Alberta. a5 2 tems Bette ieee 3 
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Mainiitolbaaseusrrerereeeenanene 1 


*Adohr Farms dairy plant. 
**Reddy Ice and Smiley's sandwich plants. 
***Six Gristede'’s and Charles & Co. stores. 


Other 


retail distribution and computer 
technology. The next phase of the 
program is the opening, early in 1970, 
of an experimental distribution center 
in Orlando, Florida. 


During 1969, Southland’s Training 
Center revised and extensively 
broadened its course materials, visual 
aids and presentation techniques. 
The Center, established in Dallas 

late in 1968, trains the company’s 
stores and dairies management and 
supervisory personnel on a continuing 
basis and prepares them for positions 
of greater responsibility in the future. 
Case studies and simulated computer 
models embracing a wide range of 
operational problems are two of the 
many advanced training aids utilized 
in the program. 


The Center also directs 12 divisional 
store training schools, as well as 
designing specific training programs 
for dairy personnel and for franchised 
store owners. 


Top: Milk filling operations at Sidney Wanzer 
& Sons, Inc., of Chicago. Wanzer's became 
Southland’s ninth dairy division in January, 1969 


Bottom: A display of Barricini’s fine candies 
The Barricini candy companies became a part 
of Southland in July, 1969. 


Southland’s record-breaking sales 
and profits, achieved during a period 
of rapidly rising costs and 
ever-increasing competition, make 

us proud indeed of our employee 
family of more than 19,000 men and 
women. We deeply appreciate their 
loyalty and important contribution 

to the company’s growth and success. 


We look forward with confidence to 
Southland’s continued growth in this 
new decade and anticipate being very 
near our first billion dollar year 

ind 970: 


Very truly yours, 


JC Binpee 


John P. Thompson, Chairman 


WA Ahi illibag — 


H. E. Hartfelder, President 


Right: Jere W. Thompson, vice president 
of store operations. 


Left: M. T. Cochran, Jr., vice president 
of dairy operations. 


Lower left: Clifford W. Wheeler, vice president 
of new areas; Walton Grayson, III, vice president 
and general counsel; Joseph S. Hardin, 

vice president of planning and development. 


Lower right: J. B. Langford, corporate secretary; 
W. K. Ruppenkamp, treasurer; and R. G. Smith, 
controller. 
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A Company Growing Places 


Ten Years of Growth 
The Southland Corporation and Subsidiaries 
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Notes: 


(1) Includes The Southland Corporation and 
subsidiaries. Data for businesses acquired under 
the pooling of interests concept have been 
included for years prior to their acquisition by 
The Southland Corporation. 


(2) Net earnings include special items of 
$393,000 (deduction) in 1961, $520,000 
(addition) in 1967 and $380,914 (addition) in 
1969. 
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$ 527,488 
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$ 622,044 
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1969 


$ 826,462 
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95,012 

1,795,594 


7,662,941 
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(3) Calculations of per share information are 
based upon the average number of shares 
outstanding during the respective years after 
giving effect to subsequent stock dividends, 
stock splits and shares issued in exchange for 
businesses acquired under the pooling of 
interests concept. 


(4) Cash dividends and number of stockholders 
relate to the parent company only. 
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Four Decades of Growth 


1959 


1949 


1939 —$2,039,667 
At the end of 1939, Southland had operations 
in 10 counties of Texas. 


1949 —$15,783,982 
At the end of 1949, Southland had operations 
in 29 counties of Texas. 


1959 — $97,634,849 
At the end of 1959, Southland had operations 
in five states and the District of Columbia. 


1969 —$826,462,439 

At the end of 1969, Southland had operations 
in 38 states, the District of Columbia and 
three provinces of Canada. 


1969 
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The Past Decade and the Future 


As illustrated by the maps on the 
preceding pages, The Southland 
Corporation has enjoyed continuous 
growth over the past four decades, 
but the company’s most rapid and 
significant progress and expansion 
has occurred during the past ten 
years. 


Briefly, during the 1960's — 

“ Southland achieved a compounded 
average annual revenues growth of 
23.078 

* Southland achieved a compounded 
average earnings growth of 19.9%. 

* Southland increased net investment 
in property, plant and equipment 
from $11.1 million to $125.7 million. 
* Southland increased stockholders’ 
equity from $10.9 million to $95.0 
million. 


* Southland paid cash dividends 
totaling $10.5 million. 


While it is not possible to predict 
accurately the general economic 
conditions for the 1970's, we believe 
that Southland’s philosophy of 
business, which stimulated its 
aggressive growth in the past, will 
enable the company to meet the 
challenges of the future. 


Evolving patterns in family life and 
urban living, and the increasing 
importance of time to the individual, 
have created an accelerated demand 
for fast convenient shopping. 


Over the years your company has 
constantly reviewed its merchandising 
programs, products and services to 
meet the changing desires and needs 
of the customer, and management is 
dedicated to providing the products 
and services tomorrow’s customer 
will require. 


While market conditions in the dairy 
industry continued to show 
improvement during 1969, we 

are particularly enthusiastic about 
our potential for continued growth 

in the convenience store field. It has 
been estimated that this segment of 
the food industry has approximately 
10,000 stores in operation today with 
sales of about $2 billion and that 
there will be more than 20,000 stores 
in operation by 1975 with sales 
approaching $4 billion. 


With these favorable growth 
prospects and based on our history 
of achievement, we in Southland 
feel confident that our position of 
leadership in the merchandising 
field will be maintained. 
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Review of Operations 


Store Operations 


The Store Divisions’ sales for the 
year were at an all-time high of 
$672,809,923, up 35% over 1968, 
and accounted for 81% of total 
corporate revenues. 


The average per store sales of our 
7-Eleven stores continued to show 
improvement, and they contributed 
21% of the sales increase over last 
year. In its first full year as part of 


SEREMS ER Vide: 
hehe eh SN Southland’s store operations — including Barricini 
candy shops, Bradshaw’s supermarkets, Gristede’s 
stores and 7-Eleven stores—extend to 35 states, 
the District of Columbia and three provinces 


of Canada, as shown on the map below. 


MANITOBA 


COLORADO 
KANSAS 


7-Eleven Stores 

Barricini Candy Shops 
Gristede’s Stores 

Bradshaw's Supermarkets .... 


Southland, the Gristede’s prestige 
grocery chain, operating in the New 
York City metropolitan market, also 
made a significant contribution in 
setting the new sales record. 


During the year, 469 7-Eleven stores 
were opened, including Southland’s 
first stores In Canada, Connecticut 
and Idaho. The seven Canadian stores 
are in the metropolitan areas of 
Calgary, Vancouver and Winnipeg. 


In California, 93 new stores were 
opened during 1969, bringing the 
total to 615 7-Eleven stores, the 
greatest number in any state. Texas 
ranks second with 545, and Florida 
third with 536. 


There were 3,537 7-Eleven stores In 
operation in 31 states, the District 

of Columbia and Canada at December 
ali: 


With the acquisition of the Barricini 
candy companies by Southland in 
July, 1969, 145 Barricini candy shops 
in 22 states and the District of 
Columbia became part of store 
operations. 


Barricini candy, which is 
manufactured at the company's plant 
in Long Island City, New York, is also 
distributed through approximately 


1,300 drug store, department store, 
gift shop and supermarket outlets 
across the nation. 


Gristede’s and the Charles & Co. 
stores and sandwich shops had the 
best year in their 78-year history. 
Six new outlets were opened during 
1969, bringing the total to 121 at 
year-end. 


In San Diego, the Bradshaw's 
supermarket operations had seven 
stores open at year-end. 


At December 31, there were 3,810 
7-Eleven stores, Gristede’s stores, 
Barricini shops and Bradshaw's 
supermarkets operating in 35 states, 
the District of Columbia and Canada. 


The company’s program of 
extensively modernizing its older 
7-Eleven stores, started in 1968, was 
continued throughout 1969 with 
another 541 stores being completely 
remodeled and air-conditioned. 
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At year-end, 1,286 7-Eleven stores, 
or 36% of our total convenience 
stores, were operated by independent 
franchisees. The increase in 
franchised stores for the year was 
397, of which 237 were converted 
from company-operated stores and 
160 were newly-constructed franchise 
stores. 


During 1969, three 7-Eleven stores 
were opened in Saginaw, Michigan, 
and one in Pittsburgh, Pennsylvania, 
under area franchises granted during 
late 1968 and early 1969. Also, two 
7-Eleven stores were opened In 
McAllen, Texas, under an area 
franchise granted during the year. 


Before and after: The new look for 7-Eleven 
stores after extensive modernization and air 
conditioning, as contrasted to the old, is shown 
here by these before and after pictures of a 
7-Eleven store in Fort Worth, Texas. Five 
hundred and forty-one stores were completely 
remodeled and air conditioned in 1969. 
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The corporate merchandising staff 
was expanded during 1969 to provide 
continuing research on customer 
preferences and shopping habits, 

to select and promote new products 
and services and to increase the sale 
of regular items. 


To meet the changing trend in family 
shopping, many 7-Eleven stores 
expanded their selection of 
delicatessen items, sandwiches and 
other take-out and quickly-prepared 
convenience foods. In cooperation 
with one of the nation’s largest food 
firms, a new micro-wave oven method 
of preparing fried chicken is being 
tested in the Roanoke, Virginia, area. 
Indications are that this type of 
chicken may prove to be a very 
popular new take-out food. We expect 
this item and a select variety of other 
fast-food products to be available in 
other of our stores in 1970. 


Southland’s new Smiley's sandwich 
plant in Fort Lauderdale, Florida, 
has a daily output of 15,000 
pre-packaged sandwiches in 25 
varieties which are sold through 225 
7-Eleven stores and to more than 


150 other outlets in the area. Based 
on the success of this operation, 
similar facilities are planned for 
other areas. 


7-Eleven stores in the San Diego area 
are presently testing a convenient 
and rigidly-controlled film processing 
service which will be evaluated for 
possible expansion to other areas. 


The availability of self-service 
gasoline at 59 7-Eleven stores in 

six states offers an additional service 
to Our customers. 


Store site selection is one of the most 
important factors in assuring the 
continued success of our vigorous 
store expansion program. Thirty- 
seven full-time division real estate 
representatives survey and compile 
pertinent information on population 
trends, housing developments, 
neighborhood economy and traffic 
flow for each potential store site. 

This information is analyzed by 
Southland’s corporate real estate 
staff to determine potential sales 
volume prior to management's final 
approval or rejection of the site. In 
addition, a sophisticated computer 
program is being developed to further 
assist management in this evaluation. 
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Dairy Operations 


The Dairy Divisions’ sales for the 

year, including intercompany sales, 
Lf reached an all-time high of almost 
ume 7 a i Yo e., $200 million, with operating profits 


MILK 


up 19% over 1968. This excellent 
increase in operating profits is the 
result of additional sales volume and 
Southland’s continuing efforts to 
effect economies and improve 
efficiencies in the processing and 
distribution of its dairy products. 
Contributing a major portion of the 
increase in sales volume was 
aol Sidney Wanzer & Sons, Inc., of 
Chicago, which was acquired by 
Southland January 2, 1969. 


Southland’s dairy operations extend to 22 states 
and the District of Columbia, as shown on the 
map below. There are nine dairy divisions of 
Southland: Adohr Farms, Cabell’s, Embassy, 
Harbisons, Midwest Farms, Oak Farms, 
Spreckels, Velda Farms and Sidney Wanzer & 
Sons, Inc. 


COLORADO 


Our largest dairy capital expenditure 
in 1969 was for the new Adohr Farms 
milk processing plant in Orange 
County, California. This ultra-modern 
plant, opened in May, has the 
capacity to process more than 
100,000 gallons of milk a day and is 
an important addition to our West 
Coast dairy operations. Additionally, 
the milk plant at South Gate, 


California, was completely remodeled, 


giving Adohr Farms two 
highly-automated processing plants 
to serve the growing Southern 
California market. 


Southland’s nine Dairy Divisions are: 
Harbisons in Philadelphia and 
adjacent areas; Embassy in 
Washington, D. C. and nearby states: 
Velda Farms in Florida; Midwest 
Farms in Tennessee and surrounding 
states; Oak Farms in Texas; Cabell’s 
in Texas, Oklahoma and Colorado; 
Spreckels in San Francisco and 
Northern California; Adohr Farms 

in Los Angeles and Southern 
California; and Wanzer’'s in Chicago. 


The company’s dairies process and 
distribute milk, ice cream and 
related products through 30 
processing plants and 87 principal 
distribution centers in 22 states and 


the District of Columbia. 


Dairy promotions during 1969 
included the successful “Ice Cream’s 
Back” campaign, which contributed 
to a 9% increase in sales of ice cream 
and related products. Southland’s 
dairies continued their successful 
promotional tie-ins with their local 
professional, university, college and 
high school football teams. 


Initial plans are being formulated 
to manufacture a complete line of 
yogurt, sour creams, dips and 
sterile creams, which will be featured 
in sales campaigns late in 1970. 
Also this year, our dairies will 
introduce a complete line of 
low-fat products — milk, cottage 
cheese, yogurt and ice milk—to be 
merchandised in new and 
distinctively-designed packages. 


Dairy Sales 


(Including Intercompany Sales) In Millions 
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Chemical / Speciality / Ice 


Southland’s Chemical Division, 
although still a small part of our total 
operations, continues to grow in sales 
and profit volume. This division was 
started in 1965, and its sales for the 
year, including intercompany sales, 
were $3,560,387, up 23% over 1968. 
The Chemical Division continued to 
jJevelop new products and to expand 

s existing line of cleaning 
-Ompounds, sanitizing agents, 
‘ubricants, food stabilizers, flavor 
-oncentrates and other specialty 
chemical products which are sold to 
the dairy, candy, baking, brewing, 
bottling and general food processing 
industries. 


Headquartered in Dallas, the 
Chemical Division has additional 
facilities in Houston, San Antonio 

and Los Angeles and has sales offices 
in four other cities. An East Coast 
facility is planned for 1970. 


The Specialty Division, established 

in 1968 to serve our dairy operations, 
manufactures various blow-molded 
plastic containers for Southland’s 
dairy operations in the Southwest. 

In 1970, the division will begin 
supplying plastic containers to our 
West Coast dairies and to outside 
customers. It also provides our 
dairies with bags, sticks and flavors 
used in the manufacture of ice cream 
bars and other dairy novelties. 


Record sales and profits were 
achieved by our ice operations with 
total sales, including intercompany 
sales, reaching $3,380,493, an 
increase of 36% over 1968. 


To meet the steadily growing demand 
for bagged ice, Southland in 1968 
began an extensive plant expansion 
and modernization program of its 
older ice facilities. 


A new and fully-automated Reddy 
Ice plant was opened in Fort 
Lauderdale, Florida, in March, 1969, 
and produced more than one million 
bags of ice in its first nine months of 
operation. Production of this 12,000 
square foot plant will be doubled in 
1970 to meet increasing consumer 
demand in the Florida Gold Coast 


area. 


Capacity of the Dallas ice plant was 
increased substantially early in 1969, 
and a record 190 tons per day was 
produced during the summer months. 
At the present time the plant is 
undergoing further expansion. 


The Houston ice plant, remodeled 
late in 1968 to increase its 
production, is again being enlarged 
to fill the demand for Reddy Ice in 
the Gulf Coast market. 


Left: Acid storage tanks at the Chemical 
Division's main plant in Dallas, Texas. 


Right: Packaged Reddy Ice in Southland’s new 
ice plant at Fort Lauderdale, Florida. 
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Consolidated Balance Sheet 
The Southland Corporation and Subsidiaries 


Assets 
December 31 
Current Assets: 1969 
CES sree aol reo ee space Be Se Spee Oe teats per IR en a eel Con ec ORE eck Sk, $ 29,418,865 
CAS TT ITIN SETI GALS cw ary eee eters i ec a ee Se i ae eck RS. 5,726,733 
ACCOUMESFAMCMNOLES Ee C CIN AEN GIN@ tei) eae aarti 34,639,250 
AVEMMOMES, Ele WAS OWE Or COST OF MMETINEL, «. cc cc ancnecasodsGuscauncsseurenusagsoaseanen 39,499,808 
Deposiisrandsonre pardviex DEMS Caer es ioe eee oe ee ec ee te me ee re 8,222,607 
ANE AE Tate lial foydoVoveyMAy UINIGHIE: So. coco cc cnosdacpads cogs osassospuosonoueasdeoareocodos 23,685,832 
Total: Current: Assets 22), ee reer eee ye eee a ee $141,193,095 
Investments’ and: Other: Assets. 4 nt ote ci eee ae ee aig os meng oe ca ee 1,164,271 
Property, riant dnd Equipmentaneta(INOtese4 cain Cli) ewer menltste naar atria ee a ee 125,761,464 
$268,118,830 


See notes to financial statements. 


December 31 
1968 


$ 19,340,309 
4,995,493 
26,174,354 
33,570,447 
5,659,820 
17,085,192 
$106,825,615 


638,780 


90,331,203 
$1975 100,099 
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Liabilities and Stockholders’ Equity 


December 31 


December 31 


Current Liabilities: 1969 1968 
LONMGHuSialam Ck love CUS: Willi IK WEI. oe a co coe eee see es dees en say ee eRe $ 5,673,598 $ 5,361,566 — 
ACeounisipayablerandsaccnuiedsexmense: 44.545 .54e)en0 ss) ko ean eee eee 56,805,578 43,109,938 
BeGeralmiiCOmentaxamn Aeetrsietor ie nik faa eh or en dss 9 eee ee a oe el Re 2,023,562 1,724,659 

Tove) (CUTE ISENOMINNIES oc soe ae en des nevspnesueuahnacaauaanvoraase $ 64,502,738 $ 50,196,163 

DeferrediGreditsGIN@teeG) ee ewaeeee ree: cre uae see 22 See ee ee oes roe nie ty ee eee 11,156,269 7,586,160 

ReESECIVESHOMSEIIMNSULANCC Herrera barry: 4 Avan rey Gms ange ie eine i eee, noc ueeays 9 520 OR. Ratton 1,062,769 876,710 

Long-Term Debt, due after one year (Note 5)...............0. 000.0002 96,385,504 Bee. 25 

Stockholders’ Equity (Notes 5 and 7): 

Common stock, $.01 par value, authorized 20,000,000 shares, issued and outstanding 
L.LS2Z, S10 SHEKSs il WYXSS), eine! (RIO AWS Sneres din WO 2. aa ae hase ee aed hseananes $ WieO28 $ 71,804 
ACeiiOnal PAICE iy CEliell 5.4 alec sie ete sc bl ogo cle eae sloanaheagime cae otoueueg naar: 70,436,100 56,013,638 
EARMANTOS PENIS! li) WE IOWSIIMNGSS. oo ee oo on acc eas pw seusdsuaoUsspnnaoousecsaenseonenee 24,497,922 20,932,398 
$ 95,011,550 S AO SEC 


ContingenciessandiCommitmentss(N@lesS)y ee eee teen eels eee cere 


'$268,118,830 


See notes to financial statements. 


SIS LID,098 
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Statement of Consolidated Earnings 
The Southland Corporation and Subsidiaries 


Year ended December 31 


Revenues: 1969 1968 
Net sales Cinctuding franchised Stores. 22 cc ee ee ary es os ee ee eee $825,073,000 $621 42512 
IMNLEFESTANGKOTMES HMI CO me eee ce tech rare occ ree eg nde 1,389,439 929,546 

$826,462,439 $622,044,058 


Cost of Sales and Expenses (Note 12): 


Cost of sales and expenses exclusive of items listed below............................. $750,507,610 $563 ,465,682 
(Gemveteall Zine! Crclenlliai Serene ExqOCISSS . 2. coc cence deo wodnen Geneon t swoon apasvvavacaesac 5,395,437 4,617,486 
Propenty and: equlpmemtanemiball Sa(IN @tesG)) rea crcuenc rete ete erie eee ene etcetera rr nme neces 27,314,655 22,046,415 
DEHPEGIATION CINOTS: Ol Maen ete Fac tet eet ae ea eee er one ere et ee oar 10,315,543 6,297,085 
Nt eKESTGRX OSMSE s & eee cme Pn ice vs ccs Se terrier stecsPece eral eae areca te rs A ee are ea a 4,580,234 4,063,243 
Coninibutions to employees: savings and profit-shanimay TUmG eae) ees en reeee nen 2,795,490 1,958,350 
$800,908,969 $602,448,261 

Earnings Before Income Taxes and Extraordinary Item...............................20.. $ 25,553,470 $ 19,595,797 
incomes: TaxesiINOTe nO) Aare regia ears cee cls ays eae RY ta oer Dye dee Cone nC Dee eee ae ed 13,500,000 10,250,000 
Earnings berore. Extraordinary Item... < see re ee eee en re $ 12,053,470 $ 9,345,797 
Extraordinary ltem—Sale of real estate (net of income taxes of $125,000).................. 380,914 — 
NeGEAaMmingsm 1. ctr cba eer ec eee 7m ea ate eer UR eee VL ae et $ 12,434,384 $79 S4 50797 


Primary Earnings Per Share (Note 11): 


BeETOne Extra ONCE Taya Isat sees ce eee race $ 11 57/ $ US 
e411 eX) 0 [IMs ONAN S) 9a ecnes cele ute Sere ee Det iit NRA aR Ae in Beye te gn a dc A 8 es nea nun oe .O5 = 
INT SauR YoU @ Oni OLS ieee ee ON Lurene Tenet deity Weanieeie le Ch EEEN SAM uatE OA We Pld taste OB AC ees eR $ 1.62 $ 1.36 


Earnings Per Share—Assuming full dilution (Note 11): 


BKSWOlKey Key Ae OLE LIMENINAIIE AAlrc do sie 6 oo ohc om eee s A encie ho, 2 ae Bae ARK aot bu ou sone eaed a oon ohe $ 1.40 $ 128 
UA ONCIITTA TAI TOIT te ee ees ante creck Nee eo aa Pee ne .04 = 
IN STS ALEUNITCS Akai Aic concen ra sce eco ea nes: GARE TEC ea SENNA Eo eRe oe 2a $ 1.44 $ eco 


See notes to financial statements. 
ieee SSS 
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Statement of Consolidated Stockholders’ Equity 
The Southland Corporation and Subsidiaries 


Common Stock: 
Bare Cea hit Vinl eommertn rte Rae rey Sree ge yrs eae res, ecg ey ne ss Ald mabe 
EXCNCISOLOlMSTOCKEO DUON Smet anaes ae nent oe rennre on oe eet nn ae 
SP RO LOCKAGINIG CIC Ieee aan nN Ae een enn Tee cri i nee Re Ae a eae 
MiscellameOusracl|US riven ee. enka rewn eene ne ee TOG are Oe ee oe en SENS om ash eed yee ee oe 
ee CHMELSIO tO fal hOLG Sine oer aches eee ate. Pie Re ay cunt 8 os haan go Sh ee an als cae Oe 2 
PROCESS THOM (OUIOING SI@OK OHIGMING) s 2 ces en yes cow ssnanonunsdo su annnsebchuwaansueeane 
NC GUNSILO Tl Sear eer ate ee ee PERT age eM eee wi ene Baye We Ae eg ee 
Balancer Meee imOeitol, gars eeean ner eee tena: Foe moet en fal cs RR re es SRS 


Additional Paid-in Capital: 

Balancemamnlaky cl mewewe ts tet cP ene ee en eA Mar aan a Be ee eee 
EXC ECISCLONgSIOC IO DUO M Swarts ices = er nee ere te es Sor ee ee eR an ei ders 
Bayh SNUCLON SINAN CETANGD 3 ey 6 or, tendon ot eee Snore Re ne ae eee tae Ae ren as 
MINMSCEIIEIMEOUS COHUGUTMEM. 5s occcensesecscnsgasnseeegeeueaeenue see cane peunascneas 
CONVELSIOMEOIUMOLSS Reena eter ee eek sae rd cc RNY Re Aer ets eros neoree Eee ccanttoaiyae Eee ey haem are oe 
PROCESO! iri (OUIOIKE SIOEK OHGMING) «252225 s550ceeecneeeeuueaeeaoesecaceuaceageas 

NC GOUISIU@ I) Sie wee aren ee Pane tees betel hee te oe ae hea e ae cumin uae et. oe ee eee 
BalancegWDecenm be toil teraseren some Pierre Pe ee OA etry Pho S Ee Pin eng See Ney re BR eel Se 


1969 
$ 71,804 
1,149 
2,219 


if23 


637 


$ 77,928 


Year ended December 31 


1968 

$ 97,765 
SILT 

1,976 


$ 71,804 


$ 56,013,638 
1,246,449 
6,980,373 


3,648,277 


2,547,363 
$_ 70,436,100 


$ 16,894,723 
118,926 
7,182,002 

7 

1,699,164 
17,340,564 
11o18{652 


$ 56,013,638 


Earnings Retained in the Business: 
BELEINGS aT Ah Se as oem Gin Aen ee es ese Bie eS RI Aen Came cine, Hele oS elt cae eRte A 3 
Weweanningss@lgthesy.Ca lear ewe ien Miche, te i Ape Aer re cee Poe, Aas ahh es 


Less: 
Gas hecivid CG Sameera eet epee ete eer es aR eked eee Ney tenho Nt fe oie eThne  ee ye 
Casi (oaicl tim leur OF iraeiOmell SMES: «.5262ec0ccc6onooencnonestdsocovnousSacegnccnse 
SUBS TOCKECING Gln Clee mt tee eee ear ee teres ery re ae eran Dey ome DAE Pe hey ee antag ee eee 


Releinree Dewees Sul «> eek. ke ouwa eee an snc HA ows Rubee e tw pou eens ove dee een ee menses 
TotalStockholderssequity (Notes 5 ana) eee 


See notes to financial statements. 


$ 20,932,398 
12,434,384 


$ 33,366,782 


$ 1,795,594 
90,680 
6,982,586 


S$ 8,868,860 


$ 24,497,922 
$95,011,550 


$ 21,041,902 
9,345,797 
$ 30,387,699 


$ 1,557,096 
ah eeTy 


(83,908 


$ 9,455,301 


f 


20,932,398 


$ 77,017,840 


nS 
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Stotemet of Consvinmai=s Source 


Tre Soutnant Corporation ant Supscimre: 
“oo arumet Gecemme > Tet 


and Apopircaiion oF Func 


Lopiicaion of Sums 


3I 


TOUCHE ROSS & CO. 


DALLAS FEDERAL SAVINGS BUILDING 
DALLAS, TEXAS 75201 


Board of Directors and Stockholders 
The Southland Corporation 
Dallas, Texas 


We have examined the accompanying consolidated balance sheet of 

The Southland Corporation and subsidiaries as of December 31, 1969, and the 
related statements of earnings, stockholders’ equity, and source and 
application of funds for the year then ended. Our examination was made in 
accordance with generally accepted auditing standards, and accordingly 
included such tests of the accounting records and such other auditing 
procedures as we considered necessary in the circumstances. 


In Our Opinion, the statements referred to above present fairly 

the consolidated financial position of The Southland Corporation and 
subsidiaries at December 31, 1969, and the consolidated results of their 
operations and the source and application of funds for the year then ended, 
in conformity with generally accepted accounting principles applied on a 
basis consistent with that of the preceding year. 


Vincle Kors, Pies 


Dallas, Texas 
February 23, 1970 
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Statement of Consolidated Saurse anc Megtinetien of Poeute 
2 Southland Corporation and Sutera. : 
- Year ended December 31, 1969 
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Notes to Financial Statements 
The Southland Corporation and Subsidiaries 
Year ended December 31, 1969 


NOTE 1—Principles of Consolidation: The financial statements include the assets, liabilities, sales, and 
costs and expenses of all subsidiaries. Intercompany transactions have been eliminated in consolidation 

Operations of businesses acquired in transactions accounted for as purchases have been included in 
consolidated earnings since acquisition. The more significant of such acquisitions are: 


Company Date of acquisition 
GSTS COTS ROSH Came aay Ee Rg a er ern, 2 Seren unos ete Se ne ene hd yee December 16, 1968 
Sidney Wanzer & Sons, Inc. . Bie OLR eer Nea a eRe 3, He me en OY cnn Os January 2, 1969 
Barncinistores, InGs s..... ae _. July 26, 1969 


1969 1968 

AUHE KO Sh ead: aa eae, Oh Ansan RR he: Serer REOER, Oth, Sear, SA A Ui ee Teac $ 22,389,882 SllGr2OSrome) 
Fa OPSU KS AU SSNS Pe n.d ty aed ci OOM MeL OrsL, Sine Sate ote ate, ee es 12,913,098 9,606,725 
(OURS ie:, SA Fe cae e eR Remap elle ne eee MRP Tem OE INR TR ABE ge Nee BOA 808,100 1,279,623 
8 BO ALOse $ 27 79723 

Eess allowance tordoubttullaccoumis. 7.7075. 925 5525.55 5 ss: ; 14 eSO 1,005,369 


$ 34,639,250 $ 26,174,354 


NOTE 3—Investment in Property: Investment in property includes land and buildings to be mortgaged 
or to be sold to outsiders for cash and leased back. Current working funds are used in the construction of 
new facilities and the Company expects that cash will be realized within a twelve month period for these 
assets. 


NOTE 4—Property, Plant and Equipment: 


Cost: 1969 1968 
Eagar ceo ceeee Ce 1 See ee gee e ae Se a $ 14,438,616 $ 13,119,504 
Buildings and leaseholds...... MR aa ee One ae ee Re 52,300,287 36,857,791 
MAC IMN AINCHSCWINONMEIN . oe eee en eeanannaobauucreaconuacee 88,410,712 57,962,529 
ME TnIGI e's: re taaniare becctyt Muted tRStr crea alter an fon Fare Be er ote Run es ai ey Se O24 PSO TAS) 
COMSTKUCTIOMMMOFOCESSimwcm syne tens aia helen os wena eeepc 3,619,812 6,972,069 

$161,879,551 $117,262,766 
Less accumulated depreciation............... By Tews, ke airs ; Som OST 26,931,563 


$125,761,464 S003 6o 1,208 


NOTE 5—Long-Term Debt: At December 31, 1969, long-term debt and amounts due within one year were 
as follows: 


Balance 

included in 

Amount Current long-term 

outstanding portion debt 

5%% Promissory notesdue 1976.................. $ 20,625,000 5 SAIST- SOO SS Wn 1tsh7/ KOO) 

4% —7 2% Realestate notes...................... 2853451102 2,236,098 21,298,004 

5% Convertible subordinated notes due 1984....... 7,250,000 — 7,250,000 

53%% Convertible subordinated notes due 1987...... 10,650,000 _ 10,650,000 
5 2% Convertible subordinated 

CLSIOKSIMMWUIKSS CUE IIS), 6c oto was ober edegdo owe ws 40,000,000 — 40,000,000 


$102,059, 102 $ 9,673,998 $ 96,385,504 


Approximately 25% of the net carrying value of property, plant and equipment is mortgaged. These real 
estate notes mature from 1970 to 1992. 

The 5%, the 534% convertible notes, and the 52% convertible debentures may, at the option of the 
holders, be converted at any time into common stock of the Company at the rates, respectively, of 52.19, 
42.57 and 26.41 shares of stock for each $1,000 of principal. As to the notes, these rates decrease to 45.93 
and 40.47 shares on January 1, 1975 and December 1, 1977, respectively. At December 31, 1969, there 
were 1,888,149 shares of common stock reserved for the conversion of the notes and debentures. 
Principal payments are due annually beginning in 1975, 1978 and 1980, respectively, in amounts equal 
to 10% of the aggregate principal amount outstanding one year prior to the date of the first required 
payment. 

The aggregate amounts of long-term debt maturities for the five years following December 31, 1969, 
are: 1970 —$5,673,598; 1971—$5,705,959; 1972—$5,679,641; 1973—$5,763,162: 1974—$5,601,481. 

The agreements under which the promissory notes, the convertible notes and debentures were issued 
place certain restrictions on the payment of cash dividends. Under the most restrictive of these provisions, 
retained earnings totaling $16,483,000 at December 31, 1969, were not so restricted. Other provisions of 
the agreements include requirements as to maintenance of working capital and net worth. The Company 
has complied with these requirements 
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NOTE 6—Deferred Credits: For financial reporting purposes, investment credits relating to leased and 
purchased equipment, which are allowed as credits against federal income taxes, are taken into income 
ratably over the useful life of the assets or the term of the leases, respectively. 

Deferred federal income taxes result from the use of accelerated depreciation methods for tax purposes. 


Deferred 

federal 

Investment income 
credit taxes Other Total 
Balance January 1,1969......... S cosas S aOiscia & 522,387 S086) 160 
Balances of companies acquired. . . = = 36,851 36,851 
Provided for the year............. ii5o.095 2,283,805 186,186 4,223,686 
Taken intoincome.............-- (660,662) = (29.766) (690.428) 
Balance December 31, 1969...... $ 94,443,406 $6 207415 S71 6oSee S11 156200 


NOTE 7—Stock Options: At December 31, 1969, options for 205,552 shares of the Company's stock, at 
orices ranging from $2.98 to $39.32, were outstanding, of which 125,337 shares were exercisable. During 
1969, 116,657 shares were issued upon exercise of options at prices ranging from $2.23 to $30.58; options 
were granted for 32,825 shares at prices ranging from $30.58 to $39.32 per share; and options for 9,600 
shares expired or were cancelled. 

An additional 88,707 shares are available for future grants under the employees’ stock option plan. 


NOTE 8—Lease Commitments: Certain of the property and equipment used in the Company's business 
is leased. Minimum rental payments for 1970 under lease agreements in effect as of December 31, 1969, 
exclusive of taxes and insurance payable by the Company, approximate $20,482,000 for real estate leases 
and $9,045,000 for equipment leases. 

Real estate leases range generally from 15 to 20 years and equipment leases from 5 to 10 years. Future 
minimum annual rental payments for leases in effect at December 31, 1969, are approximately as follows 
for each year specified. 


Year Real estate Equipment Total 
1974. LOSE, 5.8 a RENN TCE, See IRE ME RR SRO: $ 16,221,000 $ 4,585,000 $ 20,806,000 
TESS) co nary ae REY Cae? Sta eee Rae enG meee Png ee A aes 11,399,000 63,000 11.462.000 
1984... Se eee ete le eee ae 7,717,000 — 7,717,000 
1989 Rens RAE AS 8-2 Te OTE AER Pe oes ents 2,154,000 = 2,154,000 
1994 SAS ee Sine Me nae te A On aoe WER Ce ys 365,000 ao 365,000 


NOTE 9— Depreciation Policy: Provision for depreciation has been made at annual rates based upon the 
estimated useful lives of assets using the straight-line method. Amortization of improvements to leased 
properties is based upon the remaining lives of the leases or the estimated useful lives of such assets, 
whichever is the shorter. 


NOTE 10—Income Taxes: The provision for income taxes is Summarized below: 


Federal: 1969 1968 
SUG ANE te eae A ere eee ee CARES ME ae tes OSM RG a Ay catia & peer A. $ 8562500 $ 7,379,040 
DEN eldgstolee aia ce icUna wa ere ca mana ore ant in acre et eae, ae cneter a 4,037,500 2,320,960 

Stale rrr amie. irae meee eer 900,000 550,000 


$ 13,500,000 $ 10,250,000 


The 1968 statement has been reclassified to include state income taxes in income tax expense. Such 
taxes were previously classified with general and administrative expenses. 

NOTE 11 —Earnings Per Share: Primary earnings per share is based on average shares outstanding during 
the year adjusted for stock dividends and splits. 

The earnings per share information, assuming full dilution, is based on the assumption that the con- 
vertible notes and debentures outstanding at December 31, 1969, had been converted into shares of com- 
mon stock at the stated conversion rates at the earliest possible dates, that the related interest require- 
ments had been eliminated and that outstanding stock options had been exercised. 

NOTE 12—Cost of Sales and Expenses: Cost of sales and expenses are reported to the Securities and 
Exchange Commission in accordance with its regulations as follows: 


Cost of goods sold, including buying and occupancy expenses....................... $648,499 336 
Selling, general and administrative expenses............ 0.000 ce eee eee eee eee sees 145,033,909 
IMterESt expen SS racdc ca aeh cara ee eee err Nee cas cain ae UN eee ee ae 4,580, 234 


Contributions to employees’ savings and profit-sharing fund.................... 0000. 2,795,490 


$800,908,969 
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The new, ultra-modern Adohr Farms milk processing plant and distribution facility in Orange County, California. 
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